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eligible	 securities	 (Quantitative	 Easing)	 from	 November	 2021.	 At	 the	 same	



















The	 financial	 sector	 cannot	 lend	 funds	 at	 0%	 as	 they	 borrow	 their	 funds	 at	
market	 rates.	 However,	 the	 Fed	 can	 do	 so	 by	 introducing	 not	 one	 but	 two	
different	rates:	one	the	Fed	funds	rate,	which	influences	the	rate	for	the	financial,	

























2.	 The	 U.S.	 household’s	 home	 equity	 and	 outstanding	mortgage	 amounts	
over	the	period	Q4	1990-	Q1	2021.	
	
One	can	distinguish	 four	different	periods	 in	 the	Households	Owners	Equity	 in	
Real	Estate1:	the	first	period	is	one	of	a	steady	growth	from	Q4	1990	to	Q1	2000.	
In	Q4	1990	the	home	equity	 level	stood	at	$4.67	trillion	and	by	Q1	2000	it	had	
grown	 to	 $7.13	 trillion.	 The	 second	 period	 is	 from	Q1	 2000	 to	Q4	 2005	when	
home	 equity	 values	 doubled	 to	 $14.375	 trillion.	 From	 Q4	 2005	 a	 steep	
downward	period	was	entered	 into,	as	home	equity	values	dropped	 to	$	8.274	
trillion	by	Q1	2012.		The	fourth	period	started	at	Q1	2012	and	has	continued	to	
the	 latest	 period	 for	which	 statistics	 are	 available:	 Q2	 2021	when	Households	
Owners	Equity	in	real	estate	reached	$23.608	trillion.	
	
Another	 statistic	 from	 the	 Fed	 shows	 how	 outstanding	 mortgage	 debt	 levels	
evolved	 over	 the	 same	 period 2 .	 In	 the	 first	 period	 mentioned	 above,	 the	
outstanding	 mortgage	 debt	 moved	 from	 $2.67	 trillion	 by	 Q4	 1990	 to	 $4.52	
trillion	by	Q1	2000.	In	the	second	period	to	Q4	2005,	the	outstanding	mortgage	
level	 increased	 to	 $8.94	 trillion.	 Over	 the	 third	 period	 to	 Q1	 2017,	 the	










Over	 the	 past	 15	 years,	 U.S.	 government	 debts	 to	 GDP	 levels3	have	 increased	
from	60.64%	by	Q2	2005	to	125.5%	by	Q2	2021.	In	actual	amounts	from	$7.836	
trillion	 by	 Q2	 2005,	 to	 $28.529	 trillion	 by	 Q2	 2021.	 These	 figures	 do	 not	 yet	
include	the	proposed	spending	plans	by	the	Biden	Government.	
	









1. https://fred.stlouisfed.org/series/OEHRENWBSHNO, September 24, 2021. 
 
2.  https://fred.stlouisfed.org/series/Households and Nonprofit Organizations; One-










As	 a	 main	 effect	 of	 the	 Great	 Recession	 period,	 households	 experienced	 a	
substantial	drop	 in	home	equity	values.	 It	 took	10	years	 for	 the	 lowest	50%	of	
income	earners	 to	 get	 back	 to	 their	 2008	net	worth	 level.	 For	 the	 top	10%	by	
wealth	level	 it	took	5	years	and	for	the	group	50-90%	by	wealth	level	 it	took	5	












To	 state	 the	obvious:	 the	 economic	history	of	 the	U.S.	 shows	 that	home	equity	
levels	 have	 reached	 an	 all	 time	 high	 and	 so	 has	 the	 U.S,	 Government	 debt	
position.	
	
In	 a	 previous	 paper5,	 the	 writer	 already	 pointed	 out	 that	 the	 gap	 between	
outstanding	 U.S.	 government	 debt	 –a	 liability	 level-	 and	 the	 U.S.	 home	 equity	










If	 one	 assumes	 that	U.S.	 households	 are	 directly	 and	 indirectly	 responsible	 for	
the	total	debt	of	the	U.S.	government,	then	a	government	debt	per	household	can		
																																																								
4 Unemployment Rate (UNRATE) | FRED | St. Louis Fed 
 
U.S. Bureau of Labor Statistics, Unemployment Rate [UNRATE], retrieved from FRED, Federal 




5	De Koning, Kees, 2021. "U.S. Government debts, a dangerous cocktail of borrowing, spending 











a	 success?	What	 it	 has	 done	 and	 still	 does	 is	 to	 postpone	 the	day	 of	 collecting	






both	 from	a	macro	economic	point	of	view	and	 from	an	 individual	household’s	
perspective.	
	
The	 logic	 goes	 as	 follows:	 U.S.	 households	 have	 saved	 $23.6	 trillion	 in	 home	

















An	 interest	 rate	 increase	 for	 households	 will	 not	 induce	 them	 to	 spend	more	
from	 their	 accumulated	 home	 equity	 levels,	 unless	 they	 are	 in	 a	 dire	 financial	
position.	This	represents	a	negatively	based	selection	system.	Especially	younger	
households	 will	 be	 most	 affected,	 as	 they	 are	 at	 their	 start	 of	 their	 savings	
accumulation	period.	Unemployment	levels	are	also	likely	to	go	up.	
	
The	macro	 economic	 aim	 could	be	 to	use	 a	 small	 share	 of	 the	 $23.6	 trillion	 to	
increase	consumer	demand	levels.	How	could	this	be	achieved?	
	










$374,900.	One	might	suggest	 that	 the	upper	value	 limit	 for	participation	 in	 the	
Quantitative	Easing	Home	Equity	Scheme	(QEHE)	could	be	$750,000	and	that	the	
scheme	would	 only	 be	 available	 to	 homeowners’	 occupiers.	 Such	 homeowners	
are	 likely	 to	 use	 the	 funds	 provided	 in	 order	 to	 increase	 their	 consumption	
levels.	One	could	imagine	that	the	limits	for	home	prices	are	assessed	separately	
for	 each	 U.S.	 State.	 The	 selection	 process	 should	 include	 the	 value	 of	 the	
accumulated	home	equity	in	a	home.	
	
Once	 the	 household	 cluster	 has	 been	 selected,	 the	 application	 process	 needs	
attention.	 The	 simplest	 method	 is	 that	 existing	 state	 and	 government	 owned	
financial	 institutions	 would	 be	 the	 agencies	 to	 have	 the	 direct	 contact	 with	




a	 maximum	 gross	 income	 of	 $112,000	 per	 annum	 per	 household.	 Such	 limit	
would	 cover	 73%	 of	 U.S.	 households.	 By	 the	 end	 of	 2021,	 forecasters	 have	
indicated	 that	 there	 will	 be	 132	 million	 households	 in	 the	 U.S.;	 73%	 of	 such	




all	 eligible	 households	 together,	 one	 might	 consider	 a	 $1trillion	 boost	 to	 the	
economy.	Assume	that	25%	of	households	would	have	an	interest	in	the	scheme.	





and	 services;	 to	 achieve	 this,	 a	 clause	 could	 be	 included	 in	 the	 contract.	 This	
clause	 could	 state	 that	 households	 cannot	 use	 such	 funds	 for	 increasing	 their	
home	 equity	 levels.	 Secondly	 a	 second	 restriction	 could	 be	 included	 in	 the	
contract,	which	stipulates	that	the	funds	cannot	be	used	to	buy	shares	or	bonds.	






Of	 course,	 the	 commercial	 banking	 sector	 offers	 overdrafts,	 short	 and	median	
term	loans;	however	releasing	home	equity	can	only	be	done	by	this	sector	as	a	
loan	 facility	and	 thereby	charging	 interest	over	such	 facility.	When	 the	 interest	










the	customer.	The	Federal	Reserve	acquires	a	 small	 stake	of	 the	existing	home	
equity	level	from	the	homeowner,	in	exchange	for	cash	at	the	Economic	Recovery	
Rate	 (ERR),	which	 could	 be	 set	 at	 0%.	 This	 facility	will	 continue	 until	 the	 Fed	
judges	 the	 economic	 circumstances	 to	 have	 improved.	 From	 that	 moment	
onwards	the	Fed	will	encourage	households	to	start	the	“resave”	period.	If	this	is	
not	done	within	a	reasonable	period,	the	funding	should	loose	its	attraction	for	














a	 few	days.	Also	cash	held	 in	a	 cash	account	with	a	 financial	 institution	can	be	
withdrawn	at	short	notice.	The	U.S.	banking	sector	cannot	achieve	the	objective	
that	 some	 home	 equity	 will	 be	 temporarily	 converted	 at	 no	 costs	 to	 the	
homeowner.	When	mortgage	and	other	interest	rates	go	up,	the	case	for	helping	
households	 on	 basis	 of	 a	 part	 home	 equity	 conversion	 into	 cash	 becomes	
stronger.		
	
Macro	 economically	 speaking,	 a	 short-term	 conversion	 from	 home	 equity	 into	
cash	and	after	a	few	years	back	from	cash	into	home	equity	again,	offers	the	best	
prospects	for	turning	the	U.S.	economy	around.	Using	savings	wisely,	not	just	for	
a	 single	 household,	 but	 also	 for	 the	 collective	 of	 households,	 offers	 the	 best	
prospects	of	managing	economic	growth	levels,	without	a	government	having	to	
add	more	and	more	debt	to	their	already	high	debt	levels.	Such	a	savings	based	





government	 expand	 its	 activities	 over	 and	 above	 its	 tax	 income	 levels?	 Home	
equity	is	based	on	past	accumulation	of	wealth	while	the	second	method	is	based	
on	 spending	 first	 and	 collecting	 taxes	 (equals	 reducing	 the	potential	 for	 future	










would	 not	 have	 had	 to	 wait	 to	 2017	 before	 they	 had	 recovered	 their	 level	 of	
employment	and	wealth	as	in	2007.6	
	
The	 Fed,	 through	 Quantitative	 Easing	 exercises,	 is	 saving	 the	 U.S.	 government	
from	 having	 to	 raise	 tax	 levels	 in	 the	 current	 period.	 The	 actions	 do	 increase	
economic	 activities	 in	 this	 period.	However,	 the	 costs	 of	 doing	 so,	 is	 that	 such	
action	postpones	the	day	that	taxpayers	are	being	charged	for	such	expenditure.	
	
Home	equity	represents	savings	made	 in	 the	past.	Assume	 for	example	 that	$1	
trillion	out	of	the	$23.6	trillion	of	home	equity	is	cashed	in	and	used	for	current	
consumption	 expenditure	 by	 the	 household	 sector.	 Sales	 will	 increase,	
unemployment	levels	will	reduce,	company	profits	will	go	up,	tax	payments	will	
go	 up	 and	 finally	 the	 banking	 sector	 will	 experience	 a	 lower	 risk	 profile	 over	
their	outstanding	loans.	This	method	represents	a	win-win	situation	for	all,	 just	




flows	 to	 households	 as	 applications	 can	 be	 staggered	 in	 line	 with	 economic	
developments.	 Import	 bottlenecks	 can	 be	 taken	 into	 account;	 actual	 inflation	
levels	can	be	used	to	slow	down	or	speed	up	the	program.	The	opportunity	and	
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